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SUMMARY 


The Czechoslovak economy performed adequately in 1978, 
although some goals were not reached. Some structural 
problems persisted and shakiness remained in the supply 

of electrical energy, coal, transportation, and some 
agricultural products. Foreign trade expanded, but 
deficits remained in trade with developed countries, as 
well as with the USSR, on which Czechoslovakia depends 

for vital raw materials and energy sources. A harsh 

winter and an inclement spring have exacerbated existing 
problems which are limiting both industrial and agricultural 
performance. Experimental measures are underway to improve 
quality, efficiency, and management of production. 


Prospects exist to continue expansion of US-Czechoslovak 
trade. Czechoslovakia has been increasing sales of a 
variety of goods in the United States. Agricultural com- 
modities figure predominantly in US exports to Czechoslo- 
vakia, but sales of nonagricultural products have been 
rising moderately. Opportunities are especially evident 
for sale of high-technology products and processes that 
will help Czechoslovakia modernize industry, save energy, 
meet COMECON commitments, and expand exports for hard 
currency. The US Department of Commerce and the American 
Embassy in Prague cooperate in identifying trade opportuni- 
ties, organizing promotional events, and operating a 
Business Facilitation Center to assist US firms. 





KEY ECONOMIC INDICATORS 


All values as stated. Average official exchange rate 
in.1978 was US $1=5.4 Czechoslovak 
crowns (Kcs); 1977, $1=5.67 Kcs; 
1976, $1=5.77 Kes 


Physical Unit 
or Value 1976 1977 


INCOME, PRODUCTION, EMPLOYMENT 

National Income billion Kcs 381 
Per Capita (NTI) Kes 254.4 
Capital Investment billion Kcs 134 
Avg. Wage (except agri.) monthly Kcs 2,447 
Labor Force nil. workers Pig 


BASIC INDUSTRIAL OUTPUT 

Electricity mil. kWh 66,501 69,019 
Crude steel 1,600! % 15,064 15,294 
Plastics -~(PVC, poly- 

ethylene, etc.) 30600: -t 5 13353 809. 
Chemical fibers 1,000 t ‘ L$2: 163. 
Private autos units 158,987 175985 
Cement &, 000: t 9,749 10,203 
Paper and cardboard 000: t 856. 864. 


FOREIGN TRADE (Czechoslovak data) 

Imports: 
Total mil. Kcs 68,074 
Socialist countries mil. Kes 48,949 
Non-socialist countries mil. Kcs 19 7125 
Exports: 
Total mil..Kes 63,712 
Socialist countries mil. Kcs 46,903 
Non-socialist countries mil. Kcs 16,809 
(U.S. Data) 
Export to-CSSR mil. $ ; 105.5 
Imports from CSSR mil. $ ‘ 37.6 
Balance nid. <s r +47.8 


Sources: Federal Statistical Office Reports and Statistical Yearbook 
of CSSR; U.S. data from Department of Commerce, 





CURRENT ECONOMIC SITUATION AND TRENDS 


A Good Year. Czechoslovakia demonstrated a relatively 
respectable performance during 1978 in comparison with 
1977. The social product increased 4.5% and national 
income grew 4.1% at current prices. Industrial production 
rose 5%. The amount of investment grew 5.5%. Wages 
outside the agricultural sector rose 4.1%, and Czechoslovak 
officials feel that productivity kept apace. 


Bright Spots. Expansion of the chemical industry slowed 
somewhat, but it nevertheless showed good gains above 
planned goals. Production of certain intermediate. 

products registered especially sharp increases (polyethylene 
up by 25%, PVC and co-polymers 8.2%), and output of chemical 
fibers more than satisfied domestic needs and export 
targets. Production of plastics, on the other hand, was 
somewhat disappointing. The engineering sector turned 

out impressive amounts of heavy equipment for foundries 

and power plants, and the number of appliances was above 

the plan, but other segments of the industry fared less 
well. 


Economic Experiment. In an attempt to stimulate industrial 
production and export performance across the board, Czecho- 
slovak authorities in early 1978 announced enrollment of 
twelve key enterprises representing about 10% of the 

economy in an economic experiment which has two major 
objectives. First, the experiment seeks to change the 
emphasis in manufacturing from quantitative to qualitative 
norms, including technical accomplishments, innovation and 
export ability. A second purpose is to improve manufactur- 
ing efficiency, including conservation of energy and raw 
materials, by changing the stress of economic planning 

from immediate, binding annual goals to permanent improve- 
ments. In addition to improving the performance of manage- 
ment, the experiment attempts to provide greater motivation 
to the labor force. Tools of the experiment include in- 
centives (such as individual and factory bonuses or penalties), 
as well as some greater flexibility allowed at the production 
level for direct contacts with foreign customers and use of 
incremental foreign exchange earnings. 


Agriculture--Ups and Downs. Czechoslovakia had registered 
a record grain harvest of almost 11 million tons in 1978. 
Herds also reached record sizes, as livestock production 
increased 2.7%. Production of crops was almost stagnant, 





however; the 1978 fruit harvest amounted to under 963%, 
vegetable production to only 87%, and the sugar beet crop 
to only 88.5% of the previous year's levels. Particularly 
disturbing to planners were the severe shortcomings in 
production of fodder. In order to support the high level 
of livestock production it was necessary to maintain high 
imports of concentrated fodder and feed grains. 


Shortcomings. Despite progress in many areas, Czecho- 
slovakia failed to achieve certain key goals and had to 
scale down targets for 1979 due to the inability to make 
. sufficient improvements in structural problems. The 
supply of electrical energy remained tense, barely able 
to keep up with unexpectedly high demand. The mining of 
coal, which supplies approximately two-thirds of Czecho- 
slovak energy requirements, failed to meet targets and 
the creaky transportation system continued to be unable 
to do the job expected of it. The overall amount of new 
investment was adequate, but many priority projects were 
delayed and cost overruns frequently became severe. 


Spotty Trade Results. Export industries which have 
traditionally produced a good flow of consumer goods for 


hard currency earnings failed to achieve their objectives. 
The inability of the Czechoslovak engineering industry 

to generate the targeted amount of hard currency also 
impeded the country's ability to import Western technology 
and equipment needs for modernization. Thus, although 
Czechoslovakia's total exports rose by 9.6% and imports 
from the West were restrained, the year closed with a 
significant Czechoslovak trade deficit with capitalist 
countries as well as a deficit in trade with the Soviet 
Union on which Czechoslovakia depends for most of its 
imported raw materials and energy sources. 


Grim New Year. The harsh winter emphasized Czechoslovakia's 
structural difficulties, causing severe energy shortages 
and braking production. By the end of May the economy 

had begun to recover but industrial production was running 
at an annual rate of only 1.6% in comparison to the 1979 
target of 4.5%. In the agricultural sector adverse 
weather required replanting of approximately 10% of the 
winter wheat crop, and further damage caused by a dry 
spell in June led planners to conclude that the Czecho- 
slovak grain yield in 1979 may be 20% less than in 1978. 
Since the weather is also limiting yields in other 

Eastern European countries, Czechoslovakia can anticipate 
a considerable hard currency outlay this year to maintain 
the balance between feed supplies and animal production. 





Period of Adjustment. Czechoslovak planners are conscious 
that the tautness of the economy has exacerbated the 
problems caused by the weather in both the industrial and 
agricultural sectors. They are determined to catch up 

and begin to rectify major problems, particularly in 
completion of investment and expansion of power producing 
capacity. The economic experiment will continue and the 
drive for quality and efficiency will be gradually extend- 
ed throughout the economy. Plans are being discussed 
between Czechoslovakia and other COMECON members regarding 
cooperation for the next five-year plan cycle (1981-1985). 
One element of the Czechoslovak participation is a 

massive commitment to produce power for the nuclear 

energy sector. These and other commitments within COMECON 
will determine the extent of Czechoslovakia's ability to 
maintain economic cooperation with Western countries. 


TRENDS 


Trade Expands. US exports to Czechoslovakia in 1978 

rose 42% to $105.4 million, and US imports grew 57% 

to $57.6 million in comparison to 1977. The US sales 
consisted predominantly of $77 million of agricultural 
commodities (soya products, corn, oil seeds), but US 
shipments of non-agricultural products to Czechoslovakia 
moved above $28 million. The increase in US imports 
demonstrated a healthy balance in Czechoslovakia's market- 
ing effort. Czechoslovak goods purchased in the US 

ranged from semi-finished steel products to capital equip- 
ment such as machine tools and textile machinery, to 
consumer products in which Czechoslovakia has developed a 
tradition, including shoes, glassware and special furniture. 


Cooperative Mechanisms. Contributing to development of 
bilateral trade has been the Czechoslovak/US Economic 
Council comprised of leading enterprises of the two coun- 
tries. At the third annual joint meeting held in Prague 
in September 1978, the Council formed working groups which 
addressed present and future issues in regard to specific areas. 
In addition, members of the Council have concluded co- 
operation arrangements with Czechoslovak organizations, 
including the first cooperation agreement between a 
Czechoslovak ministry and a US firm. Also facilitating 
expansion of business ties is the official US trade 
promotion effort in Czechoslovakia. This program includes 





a major annual commercial exhibit at Czechoslovakia's 
most important fair, limited participation at one other 
specialized exhibition, and a number of technical sales 
seminars with several US companies, as well as the 
availability of the Embassy's Business Facilitation 
Center to individual US firms. 


Issues. Although prospects seem somewhat encouraging, 
Czechoslovak officials and businesses assert that trade 

is restrained by the current imbalance which, they say, 
results partially from a shortage of hard currency to buy 
US products and the lack of most-favored-nation (MFN) 
tariff status for Czechoslovak sales to the United States. 
Section 408 of the US Trade Act of 1974 in effect proscribes 
benefits under the Act, including MFN status for Czecho- 
slovakia, until a final settlement of US property claims 
is negotiated and approved by the US Congress. Section 
408 also requires claims settlement before the United 
States can authorize release of some gold to which Czecho- 
Slovakia has title. 


Outlook. While the issues involving the United States and 
Czechoslovakia deserve attention, opportunities appear to 


exist for expansion of business activities. The results 

of 1978 suggest that continuation of a perceptive and 
vigorous marketing effort, which US firms have facilitated, 
can still increase Czechoslovak exports to the United States. 
From the US point of view, exports of agricultural commodi- 
ties should prevail over other sales to Czechoslovakia, 

but the market will dampen to the extent that Czechoslovak 
harvests approach the country's needs. Prospects should 
continue for the longer term for US products and know- 

how that will help Czechoslovakia modernize production, 
meet commitments within the COMECON, and bolster exports 
for hard currency. 


Best Prospects. For Czechoslovakia 1979 and 1980 will be 
years of consolidation. Opportunities will occur for 

select sales of high-technology products as Czechoslovakia 
strives to invigorate industry and execute structural 
improvements. Also important is the fact that Czechoslovakia 
is now determining what to introduce into the next five- 

year plan. This is the time to make new products, technolo- 
gies, and processes known to Czechoslovak manufacturers 

and planners. Sales efforts should be aimed at Czechoslo- 
vakia's campaign to improve quality, efficiency, conservation 
of resources, and export performance. The best prospects 
include electronic data processing equipment, production 

and inventory control equipment and software, energy saving 





devices throughout the economy, quality testing, equipment, 
laboratory instruments, materials handling equipment, 
packaging machinery, select machine tools, technology 

and equipment for the chemical industry (although Czecho- 
slovakia is a major producer), certain textile-producing 
machinery, some types of civil engineering and building 
equipment, and possibly machinery for deep coal mining. 


Trade Promotion Events. Many firms entering or expanding 
their presence in the Czechoslovak market find that par- 
ticipation in trade promotion events facilitates product 
promotion. Available events include the annual official 
US exhibit staged by the US Department of Commerce, with 
the help of the Embassy, at the Engineering Fair at Brno 
each September. After concentration on laboratory instru- 
ments in September 1979, the theme will broaden the 
following year to include a variety of US firms with 
energy-saving products. In between major fairs, a number 
of technical seminars will be held to promote US sales in 
the product areas which Czechoslovak planners and industry 
experts have helped identify as themes holding strong 
potential for US exporters. The seminars will include: 


October 1979 -- Machine Tools Technical Sales 
Seminar (TSS) 

December 1979 -- Production Inventory Controls 

January 1980 -- Civil Engineering Instruments and 
Equipment (TSS) 

March 1980 -- Food Refrigeration Equipment (TSS) 

May 1980 -- Ceramics Production Equipment (TSS) 

May 1980 -- Packaging Equipment (TSS) 


In addition, US companies on an individual basis may use 
the Embassy's Business Facilitation Center for purposes 
ranging from contact work to product presentations. The 
charges are nominal. 


Methods. In making direct sales to Czechoslovakia, US 
firms should make presentations which help the customer 
meet centrally imposed requirements. This is particularly 
useful in the frequent cases when strong competition exists 
from West German, Austrian, or other European suppliers. 
For example, the so-called economic production units par- 
ticipating in the economic experiment can initiate some 
purchases for hard currency, but must first justify the 
purchase. By providing specific information and guidance 
on product performance, a US firm can help a Czechoslovak 
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purchaser present the necessary justification to the 
responsible ministry. In similar fashion, a US supplier 
can provide information which will help certain Czecho- 
slovak customers qualify for special financing by es- 
tablishing to the central bank that the purchase will 

pay for itself in three years. US firms with significant 
or continuing business interests in Czechoslovakia may 
wish to consider whether the market justifies the 
licensing, coproduction, industrial cooperation or counter- 
trade arrangements. Proposals along such lines are be- 
coming increasingly attractive to enterprises short of 
hard currency. 


US firms entering the Czechoslovak market should find it 


helpful to consult with the Bureau of East-West Trade 
in the U.S. Department of Commerce. 


% U. S. GOVERNMENT PRINTING OFFICE : 1979--281-058/155 





TO BE PUBLISHED NEXT JANUARY 


st 1980 US. 
INDUSTRIAL 
OUTLOOK 


& FIVE YEAR FOREGAST 


A popular and inexpensive aid featuring the work of 100 industry 
specialists of the Industry and Trade Administration, U.S. Department 
of Commerce. 


Five year forecasts and year-ahead estimates for 200 industries, un- 
der one cover. 


Latest data on shipments, employment, major developments and 
trends, analyzed in terms of the future. 


Useful for planning and helpful in day-to-day business decisions. 
Over 500 pages of facts and forecasts. 
To be sure you get your copy promptly, fill out and mail the coupon 


below. You will be notified when copies are available. 


Please Send an Order Form for 1980 U.S. INDUSTRIAL OUTLOOK to: 


Mail to: Office of the Ombudsman Name 
Room 3800 
U.S. Department of Commerce 
Washington, DC 20230 


Firm 


Street 


City 





A Professional Research 
Staff For $34 A Year? 


Yes. @ @ with a subscription to BUSINESS 


AMERICA, the Journal of Industry and Trade. You'll 
have the economic and exporting expertise of the U.S. 
Department of Commerce at your fingertips—every two 
weeks. 


We’re more than a magazine. In every issue, you'll find 
the phone numbers of the authors or area specialists 
who can answer your follow-up questions. Plus: 


e Inclusive economic analysis 
Worldwide business leads 
Licensing and joint venture opportunities 


Digests of important congressional and Government 
actions 


The latest U.S. export and import figures 


Fill in the order form below to start your subscription 
to BUSINESS AMERICA. It’s the $34 business 
investment that pays dividends every two weeks. 


ED I IS Nee SUBSCRIPTION ORDER FORM 
ENTER MY SUBSCRIPTION TO BUSINESS 
, ws A\ IMIEISTICA\ AMERICA at $34. Add $8.50 for foreign mailing. 
No additional postage is required for mailing 


THE JOURNAL OF INDUSTRY AND TRADE within the United States and its possessions. 


[_] Remittance Enclosed 
(Make Checks payable 
to Superintendent of 
Documents) 


NAME—FIRST, LAST 


COMPANY NAME 


[-] Charge to my Deposit 
a te STREET ADDRESS 


MAIL ORDER FORM TO: STATE ZIP CODE 
Superintendent of 
Documents i 
U.S. Government Printing Office 
Washington, D.C. 20402 (OR COUNTRY) 

PLEASE TYPE OR PRINT 





Printing and publishing 
developments were 
easy to follow. 





But today, you need 


PRINTING AND 
PUBLISHING 


to keep up with what’s going on in the more than 40,000 companies that comprise the U.S. 
graphic communications industries. 


Printing and Publishing is the U.S. Department of Commerce’s authoritative quarterly review 
that provides the facts and figures on employment, earnings, production, exports and imports, 
and other key industry areas. A $5 year’s subscription brings you fresh data plus analyses of 
current conditions and trends from the Bureau of Domestic Business Development. 


Return this coupon now to start your subscription. 


ENTER MY SUBSCRIPTION TO PRINTING AND PUBLISHING. C 41.18 [] Remittance Enclosed 

at $5.00 Add $1.25 for foreign mailing. No additional postage is required for mailing (Make checks payable 

within the United States or its possessions. to Superintendent of 
Documents) 


(]_ Charge to my Deposit 
Account No. 


PLEASE PRINT 


MAIL ORDER FORM TO: 
Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402 





